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OATH OR AFFIRMATION

swear or affirm that to the best of
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/edGileJ7- 5eco/
as

of /4ntae5 12 20 1/ are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except follows

Julia Gray

Notary Public

DeKalb County State of Georgia

Commission Exp 9/26/14

Notary Public
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Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the
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consolidation

IX An Oath or Affirmation

IS copy of the SIPC Supplemental Report

IN report describing any material inadequacies found to exist or fomd to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



YIELDQUEST SECURITIES LLC

Table of Contents

Independent Auditors Report

Financial Statements

Statement of Financial Condition

Statement of Operations

Statement of Changes in Members Equity

Statement of Cash Flows

Notes to Financial Statements

Supplementary Schedule Computation Net Capital 11

Independent Accountants Report on Applying Agreed-Upon Procedures

Related to SIPC Assessment Reconciliation 12

SIPC Genera Assessment Reconciliation Form SIPC-7 14

Independent Auditors Report on Internal Control 16



WADE BOWDEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

INDEPENDENT AUDITORS REPORT

To the Members and Directors

YieldQuest Securities LLC

We have audited the statement of financial condition of YieldQuest Securities LLC

as of December 31 2010 and the related statements of operations changes in members

equity and cash flows for the year then ended that you are filing pursuant to rule 7a-5

under the Securities Exchange Act of 1934 These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion

on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material

misstatement An audit includes examining on test basis evidence supporting the

amounts and disclpsureC in the financial statements An audit also includes assessing

the accounting principles used and significant estimates made by management as well

as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position YieldQuest Securities LLC as of December31 2010

and the results of its operations and its cash flows for the year then ended in conformity

with accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion an the basic financial

statements taken as whole The information contained in the supplementary sdhedule

is presented for purposes of additional analysis and is not required part of the basic

financial statements but is supplementary information required by rule 17a-5 under the

Securities Exchange Act of 1934 Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and inour opinion is

fairly stated in all material respects in relation to the basic financial statements taken as

whole

O2y2lfe 6Lht
Atlanta Georgia

February 15 2011

863 FLAT SHOALS ROAD SE SUITE C-369

CONYERS GEORGIA 30094

PH 770 500-9798

FAX 678-868-1411

WBOWDENIVOLCPA.COM



YIELDQUEST SECURITIES LLC
STATEMENT OF FINANCIAL CONpITION

December 31 2010

ASSETS

CURRENT ASSETS
Cash

Securities owned at fair value

Deposits with clearing -organization

Commissions receivable

Due from member current

Total current assets

FURNITURE AND EQUIPMENT

Less accumulated depreciation

Furniture and equipment net

OTHER ASSETS

Organizational costs net of accumulated amortization

of $2223

Deposits

Due from members long term

Total other assets

TOTAL

LIABiLITIES AND MEMBERS EQUITY

TOTAL LIABILITIES

MEMBERS EQUITY

TOTAL

11156

1050161

55976

310220

49722

1477235

588266

419112
169154

25013

9425

34438

1680827

CURRENT LIABILITIES

Checks outstanding in excess of bank balance

Payable to clearing organization margin debit

Accounts payable and accrued expenses
Note payable

Securities sold not yet purchased at fair value

Accrued bonuses payable

Total current liabilities

LONG-TERM LIABILITY deferred rent payable

14955

564938

164394

150000

12400

1550

908237

79040

987277

693550

1680827

See Independent Auditors Report and

Notes to Financial Statements



YIELDQUEST SECURITIES LLC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2010

6892528

2336757

2092599

410715

336055

254146

98929

65009

41801

39406

32798

31586

23657

15447

12630

11995

3415

2565

2449

1897

703

L. 5814559

077969

32821

2917

2689

9628
300

28499

1106468

See Independent Auditors Report and

Notes to Financial Statements

COMMISSIONS

OPERATING EXPENSES
Salaries and benefits

Legal and professional fees

Clearing

Research

Rent

Compliance

Insurance

Depreciation

Telephone

Advertising

Meals and entertainnent

Office

Travel

Fund distribution

Taxes and licenses

Postage and delivery

Continuing education

Bank charges

Printing and reproduction

Amortization

Total expenses

Income before other income expense

OTHER INCOME EXPENSE
Trading gains

Rental income from sublease

IntereSt

Forgiveness of members debt for interest

Charitable contributions

Net other income

NET INCOME



YIELDQUEST SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2010

MEMBERS EQUITY JANUARY 703117

Net income 1106468

2010 members distributions 1116035

MEMBERS EQUITY DECEMBER 31 693550

See Independent Auditors Report and

Notes to Financial Statements



YIELDQUEST SECURITIES LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 312010

OPERATING ACTIVITIES

Net income 1106468

Adjustments to reconcile net income to net

cash provided by operating activities

Depreciation and amortization

Increase in securities owned at fair value

Increase in deposits with clearing organization

Decrease in commissions receivable

Decrease in distribution fees receivable

Decrease in due from member current

Decrease in checks outstanding in excess àf bank bal

Increase in payable to clearing organization margin

Increase in note payable

Increase in accounts payable and accrued expenses

Increase in securities sold not yet purchased at fair value

Decrease in bonuses payable

Decrease in deferred rent

Net cash provided by operating activities

_________________

INVESTING ACTIVITIES

Purchase of property and equipment

Repayments of due from employees and members

Net cash used by investing activities
_________________

FINANCING ACTIVITY member distributions

Net cash used by financing activities

_________________

NET INCREASE IN CASH

CASH AT BEGINNING OF YEAR

See Independent Auditors Report and

Notes to Financial Statements

42504

475093
116

52043

2312

8705

15993
245261

150000

51254

12400

11675
3087

1164983

44557
6447

38110

1116035

1116035

10838

318

1$ 11156CASH AT END OFYEAR



YIELDQUEST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business

YleldGuest SecuritiesLLC the Company is broker-dealer registered with the

Securities and Exchange Commission SEC and FINRA The Company is

Georgia limited liability company.LLC

Basis of Presentation

The Company is engaged in single line of business as securities broker-dealer

which comprises several classes of services

Income Taxes

The Company is limited liability company for income tax reporting purposes and

as such is not subject to income tax AccOrdingly no provision for income taxes

is provided in the financial statements

Estimates

The presentation of financial statements in conformity with U.S generally

accepted accounting principles requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the

reporting period Actual results could differ from those estimates

Depreciation and Amortization

Depreciation is computed on the same basis that the Company uses for its

partnership income tax returns on tax basis This basis encompasses using

the modified accelerated cost recovery system MACRS using useful lives of

five to thirty one years The difference between the tax basis used and depredation

in accordance with generally accepted accounting principles was deemed

immaterial Amortization isprovided on straight-line basis using an estimated

useful life of five years

Commissions

Commissions and related clearing expenses ace recorded on trade-date basis as

securities transactions occur

Concentration of Credit Risk

The Company maintains its cash in bank deposit accounts which at times may
exceed federally insured limits The Company has not experienced any losses in

such accounts and believes it is not exposed to any significant credit risk for cash

.6



SUMMARY OF SIGNIFICANT ACCOUNTING POLIcIES continued

Securities Transactions

Securities transactions are recorded on trade date basis as if they had settled

Profit or loss arising from all securities transactions entered into for the account and

risk of the Company are recorded on trade-date basis

DEPOSITS WITH CLEARING ORGANIZATIONS

The amounts deposited with clearing organizations for the year ended December

31 2010 is $55976 The Company clears all of its customer transactions

through broker-dealer independent of the Company on fully disclosed basis

COMMISSIONS RECEIVABLE

Commission revenue is derived by the Company acting as an agent buying and

selling securities on behalf ofits customers In return for such services the

Company charges commission Each time customer enters into buy or

sell transaction commission is earned by the Company for its selling and

administrative efforts Commissions receivable for the year ended December 31
2010 is $310220

SECURITIES OWNED
Securities owned consist of securities held for trading purposes Securities that

are marketable are stated fair value and securities not readily marketable if any

are carried at fair value as determined by management The increase or decrease

in net unrealized appreciation or depreciation of securities is credited or charged

to operations

FAIR VALUE MEASUREMENTS

As defined in Accounting Standards Codification 20 Fair Value Measurements ASC
820 fair value is the price that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants at the measurement

date an exit price methodology ASC 820 establishes framework for measuring

fair value that includes hierarchy used to classify inputs used in measuring fair

value The hierarchy prioritizes inputs to valuation techniques used to measure fair

value into three levels which are either observable or unobservable Observable

inputs reflect market data obtained from independent sources while unobservable

inputs reflect an entitys view of market assumptions in the absence of observable

market information The level in the fair value hierarchy within which the fair value

measurement falls is determined based on the lowest level input that is significant

to the fair value measurement



SecUrities owned

State and municipal obligations $1050161 $1050161

Securities sold nofyet purchased

State and mUnicipal obligations 12400 12400

Total $1O37761 $1037761

PAYABLE TO CLEARING ORGANIZATION

Amounts payable to clearing organization as of December 31 2010 is $564g38

and is reflected on the Statement of Financial Condition The Company clears its

customer transactions through broker-dealer independent of the Company on
fully disclosed basis The amount payable relates to the aforementioned

transactions and is collateralized by securities
ownedby the Company

COMMITMENTS

The Company has obligations under operating leases with initial non-cancelable

terms in excess of one year Aggregate annual rentals for office space at

December 31 2010 are as listed below
Year Ending December 31

2011 430079

2012 442954

2013 456262

2014 469932

Thereafter 160773

1960000

FAIR VALUE MEASUREMENTS continued

Financial instruments are considered Level when their yalues are determined using

quoted prices in active markets for identical assets that the reporting entity has the

ability to access at the measurement date Level inputs are inputs other than quoted

prices included within Level such as quoted prices for similar assets in active or

inactive markets inputs other than quoted prices that are observable for the asset

or inputs that are derived principally from or corroborated by observable market data

by correlation or other means

Financial instruments are considered Level when their values are determined using

pricing models discounted cash flow methodologies or similar techniques and at least

one significant model assumption or input is unobservable Level financial instruments

also include those for which the determination of fair value requires significant

management judgment or estimation

The fellowing table sets forth the Companys assets and liabilities that are measured

at fair value on recurring basis as of December31 2010

Description Total Level Level Level



COMMITMENTS continued

portion of the aggregate annual rentals shown above includes 100% of the rental

obligation for facilities shared by the Company and YieldQuest Advisors LLC

the RIA The Company and the RIA each py portion of the rental expense for

such facility based on management expense sharing agreement see also note 11

The Companys aggregate rent expense for the year ended December 31 2010 is

$254146

In October 2007 the Company moved to new facilities signing 90 month

lease As incentive for the Company to move the landlord provided free rent for the

the first six months of occupancy Starting inOctober 2007 rent expense
was recorded based on the total rental commitment of 90 months Due to the free

rent term however there was difference In the expense recorded and the actual

rent remitted The difference between the expense and the rent remitted is recorded

as deferred rent on the statement of financial condition As of December 31 2010
deferred rent is $79040

OTHER INCOME EXPENSE

In 2008 the Company entered into year exclusive agreement with their clearing

broker-dealer penalty would be charged if the Company chose to terminate

their relationship with the clearing broker within the first five years as follows If

terminated

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange CommissionUniform

Net Capital Rule SEC Rule 15c3-1 which requires the maintenance of minimum

net capital and requires that the ratio of aggregate indebtedness to het capital

both as defined shall not exceed 15 to and the rule of the applicable

exchange also provides that equity capital may not be withdrawn or cash dividends

paid if the resulting net capital ratio would exceed 10 to At December 31

2010 the Company had net capital of $381403 which was $281403 in excess of

its required net capital of $100000 The Companys percentage of aggregate

indebtedness to net capital was 255.60%

10 EXEMPTIVE PRO VISION

The Company meets all of the requirements for exemption from SEC Rule 5c3-3

with regard to the comSutation for determination of reserve requirements The

Company does not hold funds or securities for or owe money or securities to

customers

On or before March 31 2011

On or before March 31 2012

On or beforeMarch 31 2013

300000

200000

100000



11 RELATED PARTY TRANSACTIONS

member was granted short-term loan from the Company The amount owed

as of December 31 2010 is $49722 and is reflected on the statement of financial

condition as due from member current

Members received total salaries of $1376316 for the year ended December 31 2010

which is reported as salaries and benefits on the statement of operations

The Company and YieldQuest Advisors LLC the RIA company under common

control share office space and have entered into management expense sharing

agreement Agreement Certain shared expenses are allocated between the

the Company and the RIA based on square footage utilized by each company

respectively

During the year ended December 31 2010 the cash flow of the RIA under common

control was not sufficient to pay back its debt to the Company as result the

Cothpany forgave the debt that was due from the RIA under common control

Since the ownership of the Company and RIA are identical the forgiveness

is members distribution for the Company and corresponding members contri

bution to the RIA The aforementioned distribution is reported on the Statement of

Changes in Members equity as members distributions

In addition to the RIA there is another entity under common control that provides

marketing and research services BKC Systems Inc BKC For the year ended

December 31 2010 BKC received $1936000 for its efforts which is included in the

statement of operations as legal and professional fees

substantial portion of revenue was eamed from an affiliate For the year ended

December 31 2010 commissions from an affiliate was approximately $3.6 million

10



YIELDQUEST SECURITIES LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2010

QUALIFIED FOR NET

SCHEDULE

693550

59147
169154
25013

58831

381405

of bank balance 14955

margin 564938

expenses 164394

150000

1550

79040

CAPITAL REQUIREMENT

to net capital

974877

100000

281405

261403

255.60%

There is no difference in the above computation and the Companys net capital as reported in

the Companys Part II unaudited FOCUS report as of December 31 2010

See Independent Auditors Report

11



WADE BOWDEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

To the Members and Directors

YieldQuest Securities LLC

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 have performed the

procedures enumerated below with respect to the accompanying Schedule ofAssessthent and

Payments Form SIPC-7 pages 14 and 15 to the Securities Investor Protection Corporation

SIPC for the year ended December31 2010 which were agreed to by YieldQuest Securities LLC

and the Securities and Exchange Commission Financial Industry Regulatory Authority InØ and

the SIPC solely to assist you and the other specified parties in evaluating YieldQuest Securities

LLCs compliance with the applicable instructions of the Transitional Assessment Reconciliation Form

SIPC-7 YieldQuest Securities LLCs management is responsible for the YieldQuest Securities

LLCs compliance with those requirements This agreed-upon procedures engagement was conducted

in accordance with attestation standards established by the American Institute of Certified Public

Accountants The sufficiency of these procedures is solely the responsibility of those parties

specified in this report Consequently we make no represehtation regarding the sufficiency of the

procedures described below either for the purpose for which this reporthas been requested or for any

other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries in the general ledger noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended December 31

2010 as applicable with the amounts reported in Form SIPC-7 for the year ended December 31
2010 noting no differences

There were no adjustments reported in Form SIPC-7 thus no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers

There was no application of overpayment thus no difference between the current assessment

and the original computation

See Independent Auditors Report and

Notes to Financial Statements
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We were not engaged fo and did not conduct an examination the objective of which would be the
expression of an opinion on compliance Accordingly we do not express such an opinion Hd vie
performed additionaiprocedures other matters might have come to our attention that would havebeen reported to you

This report is intended solely for the information and use of the specified parties listed abovO and is notintended to be and should not be used by anyone other than these specific parties

Atlanta Georgia

February 15 2011

See Independent Auditors Report and

Notes to Financial Statements

13
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WADE BOWDEN COMPANY
CERTIFIED PUBLIC ACCOUNTANTS CONSULTANTS

REPORT ON INTERNAL CONTROL

REQUIRED BY
SECURITIES EXCHANGE COMMISSION SEC RULE hA-S

FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM

SEC RULE 15C3-3

To the Members and Directors

YieldQUest Securities LLC

In planning and performing our audit of the financial statements and supplementary schedule of

YieldQuest securities LLC the Company as of and for the year ended December31 2010 we

considered its internal control including control activities for safeguarding securities in order to

determine our auditing procedures for the purpose of expressing our opinion on the financial

statements and not to provide assurance on internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including tests of

such practices and procedUres that we considered relevant to the objectives stated in Rule 7a-5g
in making the periodic computations df aggregate indebtedness oraggregate debits and net

capital under Rule 17a-3a11 and fordetemiining compliance with the exemptive provisions of

Rue 15c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and procedures

followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisonÆ

Recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Govemors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and the practices and procedures referred to in the preceding

paragraph and to assess whether those practices and procedures can be expected to achieve the

SECs above mentioned objectives Two of the objectives of internal control and the practices and

procedures are to provide management with reasonable but not absolute assurance that assets for

which the Company has responsibility are safeguarded against loss from unauthorized use or

disposition and that transactions are executed in accordance with managements authorization

and recorded properly to permit the preparation of financial statements in conformity with accounting

principles generally accepted in the United States of America Rule 7a-5g lists additional

objectives othe practices and procedures listed in the preceding paragraph

See Independent Auditors Report and
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Because of inherent limitations in any internal control or the practices and procedures referred to

above errors or fraud may occur and not bedetected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or the effectiveness of their design and operation may deteriorate

Our consideration of the internal control would not necessarily disclose all matters in internal

control that might be material weaknesses under standards established by the American Institute

of Certified PublicAccountants material weakness is condition in which the design or operation

of the specific internal control components does not reduce to relatively low level the risk that error

or fraud in amounts that would be material in relatien to the financial statements being audited may

occur and not be detected within timely period by employees in the normal course of performing

their assigned functions However we noted no matters involving the internal control including

control activities for safeguarding securities that we consider to be material weakness as defined

above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures were adequate as of December 31 2010 to meet the SECs

objectives

This report is intended solely for the information and use of the Boardof Directors management

the SEC and other regulatory agencies that rely on Rule 17a-5g under the Securities Exchange

Act of 1934 in their regulation of registered brokers and dealers and is not intended to be used by

anyone other than these specified parties

emcR
Atlanta Georgia

February 15 2011
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